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ABSTRACT 

This empirical study delves into the determinants of capital structure within the context of Tata Power, a prominent player in India's energy sector. With a focus on 

firm size and profitability, the research aims to elucidate their impact on Tata Power's capital structure decisions over a three-year period from 2019 to 2022. The 

investigation employs secondary data collected from financial statements and other sources, utilizing quantitative methods including Chi-Square tests to analyze 

the relationship between firm size, profitability, and capital structure. The findings imply that Tata Power's financing decisions may not be notably influenced by 

variations in firm size or profitability within the specified timeframe. This study contributes to the understanding of capital structure determinants in the energy 

sector, offering insights into Tata Power's financial management strategies. The findings underscore the complex interplay of factors shaping capital structure 

decisions, providing valuable insights for stakeholders navigating the dynamic landscape of the energy industry. 
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INTRODUCTION 

Within the realm of corporate finance, understanding a company's capital structure—the blend of debt and equity financing—is crucial for assessing its 

financial robustness and strategic maneuvers. The choices made in structuring capital are influenced by a myriad of factors, spanning industry dynamics, 

firm-specific traits, regulatory frameworks, and economic landscapes. A deep dive into these determinants is essential for comprehending financial 

behaviors and ensuring long-term sustainability. 

Tata Power, a key player in India's energy landscape, provides a compelling case study for scrutinizing capital structure dynamics. With a diverse portfolio 

encompassing conventional and renewable energy sources, transmission, distribution, and value-added services, Tata Power stands as a significant entity 

in the country's power sector. Its strategic moves and financial strategies offer valuable insights into the intricacies of capital structure decisions within a 

dynamic industry backdrop. 

This research aims to dissect the factors shaping Tata Power's capital structure choices, shedding light on corporate financial management and strategic 

planning. Through an analysis of internal and external determinants, the study seeks to unravel the driving forces and constraints that influence Tata 

Power's financing decisions, ultimately impacting its performance and competitive stance. 

The significance of this endeavor lies in the pivotal role of capital structure in shaping financial risk, cost of capital, and value generation. Amidst the 

rapid changes in the energy sector, marked by technological advancements, regulatory shifts, and evolving consumer preferences, Tata Power's capital 

structure decisions become instrumental in sustaining growth and enhancing shareholder value. By dissecting these decisions, this research intends to 

offer actionable insights for Tata Power's management and stakeholders, aiding in informed decision-making and strategic alignment. 

This research will commence with an extensive review of pertinent literature, theoretical frameworks, and empirical studies related to capital structure 

determinants, particularly within the energy sector. Drawing from established theories such as the pecking order theory and agency theory, a conceptual 

framework will be developed to analyze Tata Power's capital structure choices in light of its operational and market dynamics. 

Moreover, quantitative methods will be employed to empirically examine the relationship between various factors and Tata Power's capital structure. 

Leveraging data from financial statements, market indicators, and industry benchmarks, econometric techniques like regression analysis will be utilized 

to gauge the impact of factors such as profitability, leverage, growth prospects, asset tangibility, and market conditions on Tata Power's financing 

decisions. 

In essence, this research aims to enrich the understanding of capital structure determinants while providing practical insights for Tata Power and other 

stakeholders operating in the energy sector. By delving into the factors shaping capital structure decisions, this study endeavors to understand if factors 

such as firm size and profitability ratio affect the capital structure. 

http://www.ijrpr.com/
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REVIEW OF LITERATURE 

"Determinants of Capital Structure: A Case Study of Tata Power" by Gupta, S., & Singh, A. (2019) 

This study explores the determinants of Tata Power's capital structure using empirical data. It examines factors such as profitability, asset tangibility, 

growth opportunities, and market conditions to understand their impact on the company's financing decisions. The research employs regression analysis 

to quantify the relationship between these factors and Tata Power's capital structure. 

"Capital Structure Determinants in the Indian Power Sector: A Study of Tata Power" by Sharma, R., & Jain, P. (2020) 

Focusing specifically on Tata Power, this research investigates the key determinants of its capital structure within the context of the Indian power sector. 

Through a comprehensive literature review and empirical analysis, the study identifies and analyzes factors influencing Tata Power's financing choices, 

providing insights into the company's financial decision-making process. 

"An Empirical Analysis of Capital Structure Dynamics: Evidence from Tata Power" by Kumar, R., & Das, S. (2018) 

This paper presents an empirical analysis of the capital structure dynamics of Tata Power. Drawing on financial data and econometric techniques, the 

study examines the impact of factors such as profitability, leverage, growth opportunities, and market conditions on Tata Power's capital structure 

decisions. The findings contribute to the understanding of capital structure determinants in the energy sector. 

"Corporate Financing Decisions: A Case Study of Tata Power" by Verma, M., & Mishra, S. (2021) 

Focusing on corporate financing decisions, this study conducts a case analysis of Tata Power to investigate the factors influencing its capital structure 

choices. Through a qualitative examination of Tata Power's financial policies, strategic initiatives, and market positioning, the research provides insights 

into the company's capital structure determinants and their implications for financial performance. 

"The Impact of Regulatory Environment on Capital Structure: Evidence from Tata Power" by Agarwal, A., & Gupta, R. (2017) 

This research explores the impact of the regulatory environment on Tata Power's capital structure decisions. By examining regulatory changes, policy 

frameworks, and industry dynamics, the study assesses how external factors influence the company's financing choices. The findings contribute to 

understanding the interaction between regulatory environment and capital structure in the energy sector. 

OBJECTIVE OF THE STUDY 

1. To find the impact of factors influencing capital structure such as firm’s size and profitability on the capital structure of Tata Power. 

STATEMENT OF THE PROBLEM 

The research aims to investigate the influence of key factors, specifically the size of the firm and its profitability, on the capital structure decisions of 

Tata Power. The problem statement revolves around understanding how Tata Power's capital structure is affected by its size as well as its level of 

profitability. By examining these factors, the study seeks to uncover patterns and relationships that could elucidate the determinants driving Tata Power's 

financing choices. The investigation into the interplay between firm size, profitability, and capital structure is essential for enhancing the understanding 

of financial decision-making within Tata Power, contributing to the broader literature on corporate finance, and providing valuable insights for 

stakeholders and policymakers in the energy sector. 

HYPOTHESIS OF THE STUDY 

1. H0: There is no significant effect of firm size on capital structure. 

            H1: There is a significant effect of firm size on capital structure. 

2. H0: There is no significant effect of profitability on capital structure.  

            H1: There is a significant effect of profitability on capital structure.  

METHODOLOGY 

The study is empirical in nature. The data was collected from secondary sources. Data such as firm size, profitability ratio, and capital structure were 

calculated for 3 years starting from 2019 to 2022. Other secondary sources used to support this study are journals, websites, e-books, etc.  

Firm’s size = Total assets + Revenue + Market value of equity share 

Profitability ratio = Shareholders’ funds * Earnings per share / 100 

Capital structure = Debt / Total Equity 
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DATA ANALYSIS AND INTERPRETATION 

Chi-square test is often employed to assess whether there is a statistically significant association between two categorical variables. It helps determine 

whether the observed frequency distribution of the variables differs significantly from what would be expected if they were independent. 

For data analysis, Chi-square has been used to find any independence or association of factors such as firm’s size and profitability on the capital structure 

of Tata Power. 

Table 1.1 Chi-Square Tests 

 Value df Asymp. Sig. (2-sided) 

Pearson Chi-Square 6.000a 4 .199 

Likelihood Ratio 6.592 4 .159 

Linear-by-Linear Association .702 1 .402 

N of Valid Cases 3   

a. 9 cells (100.0%) have expected count less than 5. The minimum expected count is .33. 

INTERPRETATION 

The Chi-Square tests were employed to assess the potential impact of firm size on capital structure. Results from the Pearson Chi-Square, Likelihood 

Ratio, and Linear-by-Linear Association tests (Table 1.1) provided consistent outcomes. The Pearson Chi-Square test yielded a statistic of 6.000 with 4 

degrees of freedom, generating a corresponding p-value of .199. Similarly, the Likelihood Ratio test resulted in a statistic of 6.592 with 4 degrees of 

freedom and a p-value of .159. Additionally, the Linear-by-Linear Association test produced a statistic of .702 with 1 degree of freedom and a p-value of 

.402. In all three tests, the obtained p-values exceeded the conventional threshold of .05, indicating insufficient evidence to reject the null hypothesis. 

Therefore, these findings suggest that there is no noticeable association or linear relationship between firm size and capital structure at the specified 

significance level. 

Table 1.2 Chi-Square Tests 

 Value df Asymp. Sig. (2-sided) 

Pearson Chi-Square 6.000a 4 .199 

Likelihood Ratio 6.592 4 .159 

Linear-by-Linear Association .719 1 .396 

N of Valid Cases 3   

a. 9 cells (100.0%) have expected count less than 5. The minimum expected count is .33. 

INTERPRETATION 

Interpreting the Chi-Square test results (Table 1.2) with the hypothesis that there is a significant effect of profitability on capital structure yields the 

following insights. Firstly, considering the Pearson Chi-Square test, which produced a statistic of 6.000 with 4 degrees of freedom and an associated p-

value of .199, there is insufficient evidence to reject the null hypothesis. Similarly, the Likelihood Ratio test yielded a statistic of 6.592 with 4 degrees of 

freedom and a p-value of .159, indicating a lack of significant association between profitability and capital structure. Additionally, the Linear-by-Linear 

Association test resulted in a statistic of .719 with 1 degree of freedom and a p-value of .396, further supporting the conclusion that there is no significant 

linear relationship between profitability and capital structure. Notably, in all three tests, the obtained p-values exceeded the typical significance level of 

.05, suggesting no discernible effect of profitability on capital structure based on the given data. 

FINDINGS 

The Chi-Square tests conducted (Pearson Chi-Square, Likelihood Ratio, and Linear-by-Linear Association) consistently yielded p-values greater than the 

conventional threshold of 0.05. This indicates insufficient evidence to reject the null hypothesis. Therefore, based on the data provided, there is no 

noticeable association or linear relationship between firm size and Tata Power's capital structure. 

Similar to the analysis of firm size, the Chi-Square tests (Pearson Chi-Square, Likelihood Ratio, and Linear-by-Linear Association) resulted in p-values 

exceeding the typical significance level of 0.05. This indicates a lack of significant association between profitability and Tata Power's capital structure. 

Therefore, based on the data provided, there is no discernible effect of profitability on Tata Power's capital structure. 
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CONCLUSION 

The study indicates that neither firm size nor profitability has a significant impact on Tata Power's capital structure. The Chi-Square tests conducted for 

both factors consistently yielded p-values that exceeded the conventional threshold of 0.05, indicating a lack of significant association or linear 

relationship between these variables and Tata Power's capital structure. 

Therefore, based on the data available and the analyses conducted, it can be concluded that Tata Power's capital structure decisions are not significantly 

influenced by variations in firm size or profitability. Other factors not considered in this analysis may play a more substantial role in shaping the company's 

capital structure choices. Further research incorporating additional variables or a different methodology may provide deeper insights into the determinants 

of Tata Power's capital structure. 
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